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Responsible investment
opportunities in emerging
market debt

Home to some 85% of the world's population, the opportunities for
sustainable and development investment in emerging markets are
growing. For those seeking to increase their investment exposure

with one or more climate, sustainability or development goals that
have the potential to drive positive change, there are opportunities to
make targeted investments in emerging markets via corporate issuers.
We believe there are a number of credit issuers within the emerging
markets space that have the potential to offer more attractive yields
than their similarly rated developed-market counterparts.

Although the exact investable universe from the perspective of an investor with
specific climate, sustainability or development goals will vary, there is approximately
$65 billion of technology, media and telecom bonds or $90 billion of sustainable
instruments issued by corporate entities, which gives an indication of the subsets of
opportunity for investment.!

India: Electricity generation

Forinstance, one the clearest examples is India's drive to increase the renewable
share of that country's electricity-generating capacity to 50% by 2030 as a means of

reducing its emissions intensity by 45% by 2030 from 2005 levels.? Electricity demand

is expected to grow at a 6% compound annual growth rate through 2026 and the
country faces a challenge in reducing its historical reliance on the burning of thermal
fuels (approximately 76% of 2023-24 power generation) to meet consumption
growth.

Investment in India's renewable power capacity growth has been fast, supported by
government subsidies and favarable tariff regimes targeting a near tripling of today's
renewable capacity to 500 gigawatts by 2030. However, growth has also been reliant
on support from the private sector, which has accounted for at least 90% of capacity
expansion and is typically debt-funded.* We estimate the face value of eligible
outstanding bonds to be approximately $8.5 billion, which we expect to continue
increasing.”
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'Figures based on the JP Morgan Corporate
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Hong Kong, Korea and Singapore. Par values of
outstanding bonds of at least 6 months to maturity
and at least US $300 million outstanding. as of
May 14, 2024.
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°Figures based on the JP Morgan Corporate EMBI
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US $300 million outstanding. as of May 14, 2024.
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The sector has no‘F been immune frgm headline risk, but overall, the operating _regime We UISO see
appears constructive for long-term investors and, from a governance perspective, .
some bond-issuing entities are well-anchored by ring-fenced structures, the presence OPPOI’tUHItIES
of overseas wealth funds and energy major ownership stakes. This combination can to support
provide relatively attractive short- and long-dated bonds for global investors. PP
renewables
Beyond this large economy, we also see opportunities to support renewables . .
investment in emerging market European and Central American countries, where Investment in
hydrological conditions are similarly supportive for investment in what is a less cyclical emerging market
sector compared to traditional oil and gas entities.
European and
India power sector: Cumulative generation growth and renewable Central American
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Africa and South Asia: Mobile network and data coverage

In frontier markets, particularly in African and South Asian countries, mobile network
and data coverage still materially lags that of more developed counterparts. For
instance, 4G coverage in Asia-Pacific countries is 96%, but in African countries is anly

50%.° The contrasts are even more stark when the numbers are broken down between

rural and urban areas, with African 4G rural coverage at 25% compared to 84% in
urban areas.

Here, there are opportunities for investors to benefit from more robust demand
tailwinds relative to relatively saturated Western markets, while supporting
telecommunications and infrastructure companies in their efforts to expand coverage,

particularly in rural areas. Research has found strong links between maobile penetration

rates and per capital GDP, with a 10% increase in mobile broadband penetration
yielding a 2.5% to 2.8% increase in per capita GDP according to one study.” Not only
could improved penetration of mabile services enhance productivity and contribute
to the averall GDP of an economy, but it could also help connect remote populations

8“Facts and Figures 2022- Mobile Network
Coverage,” International Telecommunication Union
web site. Accessed May 13, 2024.

7“Economic import of broadband in LDC, LLCs

and SIDS: An empirical study,” International
Telecommunication Union Publications, 2019.

to markets, promate citizens' access to sacial services and expand educational
opportunities.

In addition, such infrastructure in select cases is increasingly powered by the
deployment of cleaner power units (solar or hybrid), rather than by the diesel
generators often used in rural areas due to poor grid reliability, so there can be both a
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positive development and climate impact. We estimate the face value of eligible bonds
to be approximately $10.8 billion and this is another sector we view as attractive
relative to similar yielding but more cyclical commodity credits ®

Percentage of internet users worldwide and purchasing power parity
GDP per capita, in US dollars
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Ukraine: A sustainable reconstruction

Prior to the Ukraine War, that country's steel-making facilities were in need

of modernization in order for their exports to comply with European Union
decarbonization regulations. For instance, in a recent interview, mining and metals
company Metinvest's CEO estimated the future green transformation of the firm's
predominantly Soviet-era assets will amount to $9 billion.®

This is just one industrial example, alongside broader investment needed in the railway
network and power generation sectors, and highlights the key role debt investors will
likely have to play in supporting sustainable initiatives across Ukraine during extensive
reconstruction efforts, which are already estimated to cost $486 billion and rising.'°

In contrast, investors may have some concerns surrounding the sustainability focus
of conventional sovereign bonds where the use of proceeds can be much broader.
Allaying some of this uneasiness is the growing issuance of social and sustainability
labelled sovereign bonds with specified use of proceeds, but as of today the market
is largely dominated by China, Korea, Chile and other highly rated sovereigns. For
instance, to date, Egypt is the only country on the African continent that has issued
such a use of proceeds bond. A targeted sector-specific focus in the corporate debt
space—such as the aforementioned African operators— can provide investors with
more tangible access to bonds aligned with their own climate, sustainability or
development goals.

Targeted sector
specific focus in
the corporate debt
space—such as the
aforementioned
African
operators— can
provide investors
with more tangible
access to bonds
aligned with their
own climate,
sustainability

or development

goals.

8Figures based on the JP Morgan Corporate EMBI
Global Diversified Index, with addition of VEON
bonds. Par values of outstanding bonds of at least
6 months to maturity and at least US$300mm
outstanding. as of May 14, 2024.

Forbes Ukraine Interview with Metinvest CEQ Yuriy
Ryzhen, Metinvest web site, December 20, 2023.
10"Updated Ukraine Recovery and Reconstruction
Needs Assessment Released,” European
Commission press release, February 15, 2024.
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Disclosures

This material is provided by Aegon Asset Management (Aegon
AM) as general information and is intended exclusively for
institutional and wholesale investors, as well as professional
clients (as defined by local laws and regulation) and other
Aegon AM stakeholders.

This document is for informational purposes only in connection
with the marketing and advertising of products and services,
and is not investment research, advice or a recommendation.

It shall not constitute an offer to sell or the solicitation to

buy any investment nor shall any offer of products or services
be made to any person in any jurisdiction where unlawful or
unauthorized. Any opinions, estimates, or forecasts expressed
are the current views of the author(s) at the time of publication
and are subject to change without notice. The research taken
into account in this document may or may not have been used
for or be consistent with all Aegon AM investment strategies.
References to securities, asset classes and financial markets
are included for illustrative purposes only and should not be
relied upon to assist or inform the making of any investment
decisions. It has not been prepared in accordance with any
legal requirements designed to promote the independence of
investment research, and may have been acted upon by Aegon
AM and Aegon AM staff for their own purposes.

The information contained in this material does not take

into account any investor's investment objectives, particular
needs, or financial situation. It should not be considered a
comprehensive statement on any matter and should not

be relied upon as such. Nothing in this material constitutes
investment, legal, accounting or tax advice, or a representation
that any investment or strategy is suitable or appropriate

to any particular investor. Reliance upon information in this
material is at the sole discretion of the recipient. Investors
should consult their investment professional prior to making
an investment decision. Aegon Asset Management is under

no obligation, expressed or implied, to update the information
contained herein. Neither Aegon Asset Management nor any
of its affiliated entities are undertaking to provide impartial
investment advice or give advice in a fiduciary capacity

for purposes of any applicable US federal or state law or
regulation. By receiving this communication, you agree with the
intended purpose described above.

Past performance is not a quide to future performance. All
investments contain risk and may lose value. This document
contains "forward-looking statements" which are based on
Aegon AM's beliefs, as well as on a number of assumptions
concerning future events, based on information currently
available. These statements involve certain risks, uncertainties
and assumptions which are difficult to predict.

@ aegonam.com

Consequently, such statements cannot be guarantees of
future performance, and actual outcomes and returns may
differ materially from statements set forth herein. Investing in
foreign-denominated and/or domiciled securities may involve
heightened risk due to currency fluctuations, economic and
political risks, which may be enhanced in emerging markets.

The following Aegon affiliates are collectively referred to
herein as Aegon Asset Management: Aegon USA Investment
Management, LLC (Aegon AM US), Aegon USA Realty
Advisors, LLC (Aegon RA), Aegon Asset Management UK plc
(Aegon AM UK), and Aegon Investment Management B.V.

(Aegon AM NL). Each of these Aegon Asset Management
entities is a wholly owned subsidiary of Aegon Ltd.In addition,
Aegon Private Fund Management (Shanghai) Co., a partially
owned affiliate, may also conduct certain business activities
under the Aegon Asset Management brand.

Aegon AM UK is authorised and regulated by the Financial
Conduct Authority (FRN: 144267) and is additionally a
registered investment adviser with the United States (US)
Securities and Exchange Commission (SEC). Aegon AM US and
Aegon RA are both US SEC registered investment advisers.

Aegon AM NL is registered with the Netherlands Authority
for the Financial Markets as a licensed fund management
company and on the basis of its fund management license is
also authorized to provide individual portfolio management
and advisary services in certain jurisdictions. Aegon AM NL has
also entered into a participating affiliate arrangement with
Aegon AM US. Aegon Private Fund Management (Shanghai)
Co,, Ltd is regulated by the China Securities Regulatory
Commission (CSRC) and the Asset Management Association
of China (AMAC) for Qualified Investors only. The content has
not been reviewed or endorsed by any regulatory authority in
China.

In Taiwan, neither Aegon AM nor any of its affiliates are
registered and may not sell, issue, or offer any products or
services while in Taiwan. Marketing is intended for Professional
Institutional investors only and the contents have not been
reviewed or endorsed by any regulatory authority in Taiwan.
The content contained is for information purpose only. Taiwan
residents are advised to exercise caution in relation to the
proposal. If you are in any doubt about any of the contents of
this marketing, you should obtain independent professional
advice.
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